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 ACE Research Vignette : Do Entrepreneurs’ Personal Networks Influence 
Small Firm Performance? 
 
This series of research vignettes is aimed at sharing current and interesting research findings from our team of 
international Entrepreneurship researchers. This vignette, written by Dr. Rene Bakker, examines the evidence on the 
effects of a entrepreneurs’ personal networks on small firm performance, and the factors that moderate this relationship. 
Background and Research Question 
Conventional wisdom has it that “who you know” (perhaps even more so than “what you know”) is important in achieving 
business success. The resources embedded in one’s personal networks are often referred to as “social capital”, and 
various writers on the matter have suggested that having more social capital at one’s disposal (i.e. having access to a 
wider network of personal contacts), increases the chances of entrepreneurial success. But does it? And if so, by how 
much? A recent meta-analytic study by Stam, Arzlanian and Elfring puts these questions to the test by asking:  
Does social capital influence small firm performance, and if so, what configuration of entrepreneurs’ personal networks is 
most beneficial? 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
How was this investigated? 
Social capital and its links to success have been studied in a variety of research settings. This means that there is an 
opportunity to bundle and combine all this previous data and do a new analysis that combines all the data collected in 
each individual study. This technique is referred to as a meta-analysis (an “analysis across analyses”) and the recent study 
by Stam et al. (2013) combines 59 such previously published studies into a new, overall sample of 13,263 entrepreneurs. 
In so doing, this study can more conclusively answer the above questions. 
 
Findings 
The study found that on average, social capital was significantly and positively related to small firm performance. This 
means that conventional wisdom, in this case, has it right: having more social capital in your personal network, increases 
your chances of entrepreneurial success. With a statistically significant correlation of .211 this effect is “moderately 
large”. As regards Stam et al.’s more specific findings, the following stand out. First, of the multiple dimensions of social 
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 capital, network diversity (the heterogeneity in the attributes of network contacts) was found to have the strongest 
relationship with performance.  Furthermore, the effects are different for younger versus older firms, and for low versus 
high technology ventures. Specifically, network diversity is even more valuable for new firms than it is for older firms, and 
it is even more valuable for ventures in high-technology industries, than it is for ventures in low-technology industries. 
Overall, the results provide a solid base of evidence for the proposition that entrepreneurs’ personal networks influence 
small firm performance. 
 
Business and Policy Advice 
Based on the findings by Stam et al., a couple of clear points of advice seem apparent: 
1) entrepreneurs should cultivate diverse personal networks, as our combined body of evidence indicates doing so 
is likely to help them succeed; 
2) doing so is particularly important when starting new firms, and when operating in high-technology industries. 
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